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Section 2a.1 of the Public Utilities Revenue Act imposes a tax on the distribution of electricity
in this State and a tax on the invested capital of electric cooperatives that are required to file
reports with the Rural Utilities Service.    See 35 ILCS 620/2a.1.  (This is a GIL.)

February 4, 2002

Dear Xxxxx:

This letter is in response to your letter dated November 26, 2001.   We apologize for the delay
in responding to your inquiry.  The nature of your letter and the information you have provided require
that we respond with a General Information Letter, which is designed to provide general information,
is not a statement of Department policy and is not binding on the Department.  See 2 Ill. Adm. Code
1200.120 subsections (b) and (c), which can be found at
http://www.revenue.state.il.us/legalinformation/regs/part1200.

In your letter, you have stated and made inquiry as follows:

We are an out of state electricity supplier that is considering selling electricity in Illinois
for consumption to commercial, industrial and manufacturing companies.  Our company
will not have any electric transmission or distribution equipment based in Illinois that
delivers electricity to customers.  We will be paying transportation charges to a Illinois
Public Utility to deliver the electricity.  Our company will not have any employees
working in Illinois.

Question

1. Is our company subject to the Illinois Electricity Distribution Tax?  If so, what
makes our company liable for this tax?  Please fax information on the Electricity
Distribution Tax if it applies.

DEPARTMENT’S RESPONSE:

Section 2a.1 of the Public Utilities Revenue Act imposes a tax on the distribution of electricity
in this State.  The tax upon the distributors of electricity is based upon the amount of kilowatt-hours
distributed by the taxpayer in this State during the taxable period.   The amount of tax incurred on the
distribution of electricity in this State is determined under a seven-tier formula set out in Section 2a.1
of the Public Utilities Revenue Act.   35 ILCS 620/2a.1. Electric cooperatives that are required to file
reports with the Rural Utilities Service are taxed differently at a rate equal to 0.8% of such
cooperative's invested capital for the taxable period.



The Public Utilities Revenue Act defines “distributing electricity” as “delivering electric energy
to an end user over facilities owned, leased, or controlled by the taxpayer.”   35 ILCS 620/1.     If your
company does not deliver electricity as that term is defined in the Act, then it will not incur electricity
distribution tax.  Based on the limited information in your letter, it does not appear that your company
would incur electricity distribution tax on its sales to Illinois customers.   In that instance, the Illinois
utility would incur the tax on the distribution of that electricity and also be required to collect the
appropriate amount of Electricity Excise Tax from the persons (other than self-assessing purchasers)
to whom the electricity was delivered for use or consumption.   See also 35 ILCS 640/2-7.

Please note that this analysis may be different if your company is leasing the transmission or
distribution equipment from an Illinois utility or it controls the facilities over which the electricity is
delivered.  We cannot provide you with a definitive answer in the context of a General Information
Letter.  If you are not under audit and you wish to obtain a binding Private Letter Ruling regarding
your specific factual situation, please submit all of the information set out in items 1 through 8 of
Section 1200.110(b) described above.

I hope this information is helpful.  The Department of Revenue maintains a website, which can
be accessed at www.revenue.state.il.us.  If you have further questions related to the Illinois sales tax
laws, please contact the Department's Taxpayer Information Division at (217) 782-3336.

Very truly yours,

Terry D. Charlton
Associate Counsel

TDC:msk


